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December 1, 1953 

JTTTJANCIAL APPENDIX 



A. p"^ 1 TY—^— P»TatlnF to Berlin. 

The position tafcen * ^^J^BS? '& ^3$^ 
with the Three Power ? e ^ a ^ n c ^ R ^ssiii connection with 
with Isgislation enacted by the Congress ^^ and ^ the 
the Eccnomic Cooperation act: 01 irJZ u K. 82nd congress, and 
Mutual Security Act, ^ bl i* ^" ^^Ifor the conduct'of the 
in the legislation appropriating J^JJ^y™ T he se nse of the 
Soartment of State's JPSS^ii^^SS that the United 
public declarations referred to *» "g^S "ft viI1 strengthen 
States will not abandon Berlin, but that it vi£ ^ tJve 

and make maxima use °f "spwlttonxnere^ have a special 
provisions cited ^ d i c J te a ^* ?l^ n d\Sropria ted funds. 
.position-wJLtlvrespect ^Xt^blvf been S by the Congress 
and that suecial arrangements lave ^=**„r?"° ac ti on to maintain 
In order to provide for prompt and ^ e ?^_ a gs ^uSerability- 

Western PO^^^il^ul^y *c£ t^ VtSVo- 
For example, in the Mutual Secur ity A c *> ^ out the purpose 
vision that "funds ff^^ available f or carryxng ^ 

of this Act in the Federal Republic or ^^ t±on "l ot as 
authorized in ll 1 *- (h) of ..the Economic uooue transferred 
amended, 22nd United States Code, 1512 g) , be w expenS es 

by the President to any ^Par^^tiLInd obligations of the 
necessary to mee t the respons ^^^SSm.n These 
United States in the Federal ^ u ?£gi s i at i on for the express 
provisions were wl ^ en "^ *^ t io n ?n Berlin, Similar 
purpose of safeguarding our P os i3^ wES Law 5^7 of the 
Sessional intent was expressed g^f^^J deposited 
S2nd Congress, where it was stated ™" t y of whatever 

in Germany in connection with surplus^proper y ^ ^ 

nature and kind may be used in an am g^^^ ^ g limitation 
Univalent of $25 million; nowever t the rn T^oi^ j -yg^ 

gVkups assi ^-fa'Tieft to b'Tlui... .» ine pg * nrrrn D f the 
vnich do not apply elsewhere reflect the concern bil±ties 

. This particular P™"^ " ms not been "?«*•££.£** 
current year's appropriation act "nee of 

with the general approach by the Congress to j _ aw 

local currencies, set forth in See. J.-".? oj. 
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B. C.nst of Maintaining Western Position in Berlin . 

The maintenance of our position in Berlin, which has re- 
quired that we keep troops there, that ve feed the people to 
prevent disease and unrest in the early years of the occupa- 
tion, that ve assist their economic recovery with funds for 
Investment and rehabilitation and that, in the period of Soviet 
blockade, we airlift essential supplies to them, has cost the 
Western world approximately 2 billion dollafrs in the years 
19J+5-1952. The United States has provided approximately one- 
third of this sum, directly or indirectly, through its aid to 
the Federal Republic. Although Berlin is not a part of the 
Federal Republic of Germany, the latter has met the bulk of 
the rest of the cost of supporting Berlin (less than $200 
million being spent by the British and French Governments) . 
chiefly during the first stages of the occupation and during 
the airlift. • - - •••• - • 

The cost of supporting Berlin has been levelling off in 
the past three years, and can be expected to be reduced further, 
largely as a result of the economic improvement which was 
iaade possible by the aid Berlin received. In the present fis- 
cal year, the Federal Republic will provide about $300 million 
of support for Berlin, while over $100 million will be spent 
from United States aid or its counterpart provided from 
appropriations previous to 195^ • In Fiscal Year 1955, it is 
estimated that Berlin will require about $350 million assis- 
tance. It is expected that approximately 12# of this will be 
derived from new United States appropriations, which will be • 
supplemented by a carryover of undisbursed counterpart. The 
ma ;}or burden will rest upon the Federal Republic. Even with 
improving conditions, however, it is still possible that the 
United States may have to continue to participate in the 
support of Berlin beyond 1955 • 

The specific programs now in operation in Berlin are 
described below. (See Table II) 

1. Economic Programs Designed to Decrease Unemployment 
and Increase Production. (Investment and Work Relief 
Programs! 

Although great progress has been made in restoring 
Berlin's economy, its external deficit, including its position 
with Western Germany, totals about $UO0 million annually and 
there are still approximately 210,000 unemployed in the city. 
It is essential in order to accomplish our political objec- 
tives in Berlin to program for a progressive reduction in un- 
employment of not less than 50,000 annually. 
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| In order to raise living- standards, reduce un- 

I employment, and improve economic conditions, the United States 

and German officials have drawn up an investment program which, 
by channeling counterpart funds into desirable investment is 

, aimed at doubling industrial output, reducing Berlin's external 

deficit and reducing unemployment by ?0,000 annually* • Although 
-aid from : the Federal Republic to Berlin, amounting annually 
to about $300-350 million, is far greater than United States 
aid, the form that United States aid takes makes it the dynamic 
and job-creating element in the Berlin economy. Bearing in 
TiHn fl the many uncertainties vhich can affect planning for 
Berlin, such as the loss of Jobs by West Berliners now working 
in East Berlin, which among other factors requires increases 
in United States support of Berlin's work relief program, 
additional aid in the amount of $37 million is needed for 

' Berlin's Investment and work relief program for Fiscal Year 

1955. This compares with $22 million appropriated In Fiscal 
Year 1953, supplemented by $50 million made available by . _ . 
President Eisenhower in June 1953 » and expended largely in 
Fiscal Year 195 1 *-. Accordingly, only $15 million was appro- 
priated in Fiscal Year 19?*» (See Table I-A) 

2. The Berlin Stockpile and Airlift • 

s~ The vulnerability of Berlin was made clearly evident 

in 19^8-^9 when the blockading of Berlin by the Soviets made 
necessary the institution of an airlift, of which only the 
operating expenses cost the United States alone $216 million. 
At its conclusion, the United States, the United Kingdom, and 
France agreed that essential commodities should be accumulated 
in Berlin in order to lessen the vulnerability of the city to 
a new blockade, and this action was prescribed by NSC 132/1. 
In developing this program, efforts have been made to accele- 
rate the accumulation of such commodities, especially those 
impossible to airlift or of great bulk, as grain and coal and 
industrial raw materials. 

While some portion of the raw materials component 
of the stockpile remains to be purchased, the schedule of 
procurement has been clarified and funds now on hand from 
Fiscal Year X953 appropriations will make it possible to 
bring all essential elements of the stockpile to target 
levels. 

3. Special Measures Which Mav be Called for From Time 
to Time to Meet the Pressures Created bv and Assure 
Adequate Provision for Refunees Coming into Berlin 

The continuing flow of refugees into West Berlin 
has created a tremendous strain on the city's economy. Al- 
though the vast majority of these are flown out to Western 
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Germany as soon as possible, there remain in Berlin Hot the 
total number of "recognized" and all the "non-recognized" 
refugees, which causes continued strain on Berlin resources. 

One reason the Federal Republic has been unable to 
resettle more refugees :has been the housing shortage in 
Western' Germany. .In. order to alleviate this^situatxon. the. 
United States in Fiscal Year 195 1 * granted $15 ffl 1 ^! ? for 
housing construction for refugees, two-thirds of it to be used 
in West Germany, and one-third in Berlin. This sum will be 
matched by Federal Republic and land Government funds and 
should result, both in the movement of more refugees out or 
Berlin and improved conditions for the few who must remain 
there. 

No funds have been requested to assure adequate 
provision for refugees in Berlin in Fiscal Year 1955, since 
it. is anticipated that the Federal Republic will mate adequate., : 
provision. for this problem. 

If. Cost of Maintaining United States Oc cupation Forces 
In Berliq 

United States Forces in Berlin consist of Army con- 
stabulary, plus a small number of Air Force personnel involved 
in operation of Templehof Airbase. During the past two years, 
these forces have averaged approximately 6,000 and no change 
in number is.anticipated under current conditions. 

. :« -.- ..-it is estimated that the cost to the United States 
of maintaining United States Forces in Berlin amounts to 
approximately $20 million per year, including military per- 
sonnel costs. In addition to these United States dollar costs, 
the Army and Air Force receive occupation support in Berlin 
from the Berlin government equivalent to $18 million per year, 
as well as approximately $1.7 million per year in mandatory 
costs. The Berlin element of the High Commissioner for 
Germany also receives approximately $3.1 million per year from 
the Berlin government. (See Table I-B) 

5. Special Projects Designed Mainly to Strengthen the 
Position in Bast Berlin and the Eas t Zone of Germany 

The support of United States objectives requires 
that adequate preparation be made to seize opportxjnities to 
influence the people of the Soviet Sector of Berlin and the 
Soviet Zone of Germany in ways that will benefit United States 
objectives;- To date in this Fiscal Year, $15 million has been 
expended in financing special projects of this character. 
The food program, which is generally considered one or the 
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actions most embarrassing to the Communists, constituted an 
effective and tangible proof to East Germans of United States 
interest in their welfare. This type of project in West 
Berlin, but designed to affect Bast Berlin or East Germany, is 
the type of program contemplated. 
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TABLE I-A 



TJ. 'S. Economic Aid Used Direct ly for Berlin Program!/ 
'.' .. . ._~_. (millions of dollars) 

>f .;•..••?■■ FY 1953 . FY 19?f FY 199? (Est.) 
Expenditures-- 6 80 2/ 28 



1/ In prior years U. S. support of Berlin derived from counterr 
part generated from aid advanced to the Federal Republic to 
meet a balance of payments deficit. See Table II for actu- 
- al counterpart costs of Berlin program,- including counter- 
part funds carried over from previous aid years f 

2/ C5 million cf a total of $15 million is for housing in 
West Berlin and $10 million for West Germany. 

TABLE I-B 

Host of Maintaining U. S. Occupa tion in Berlin 
-, (millions of dollars^ 

FY 1953 FY 19#t FY 19?'? (EsO 



Cost to B*. S. (personnel „ 

costs, etc.) $ 20 $ 20 « 20 

Cost to Berlin Government 

(a) Support of Army R 

and Air Force 18 lo lo 



(b) Mandatory Costs 
>.g. Dis 
persons 



(e.g. Disced i>? i>? 1>? 



(c) Berlin element of 

HICOG , V 1 ,, — 3jJL. — 2iJL 

»+2,8 ^2.8 ^2.8 
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TABLE II 



Disbursement of U. S. Counterpart In W est Berlin 2/ 
~" (millions of dollars; 

Fiscal Years 

(Est.) (Est.) 
Programs 1Q5Q 19S1 1952 1953 i22t 1351 

Investment 3^.8 38.7 ^7.8 55-0 69-9 70.2 

tork Relief 1**.2 !*.8 38.1 19.0 13.0 23.1 

Stockpile — **.2 3.0 15.5 38.0 

Other _=_ 29^8 _™_ _2j± .— _ _r=_ 

"_. .Total.-- r . .......... H9,0 127.5 88.9 .91.9. .120.9 93.3 



*> 



i/ An assumption of new U. S. aid in FY 1955 of $37 million 
• is included for planning purposes. 
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ANNEX 



EXCERPTS FROM ALLIED STATEMENTS RE 
WESTERN PROTECTION fiE BERLIN . 



Kay Ik, 1952 - Secretary of State at news conference: 

"...I think that is well understood by you 2nd 
by -everybody, including the Soviet Government, 
that we are determined to maintain our position 
in Berlin and to assist and protect the in- 
terests of the people of Berlin", 



May 27, 1952 - 



May 29, 1952 



Three Power Declaration at Paris by the U. S. , 
U. X. , and France: • 

"...the. security and welfare of Berlin and the 
maintenance of the position of the three powers 
there are regarded by the three powers as 
essential elements' of the peace of the free 
world in the present international situation. 
Accordingly, they will maintain armed forces 
within the territory of Berlin as long as their 
responsibilities require it. They, therefore, 
reaffirm that they will treat any attack 
against Berlin from any quarter as an attack 
upon their forces and themselves". 

Foreign Secretary Eden in a speech to the 
Berlin Chamber of Deputies called attention to 
security guarantees given to Berlin by the 
Allies. 



June 29, 1952 - Secretary .of State, in a speech in Berlin at 

the corner-stone-laying ceremonies for a new 
library, stated: 

"We have joined the Governments of France and 
Great Britain in reaffirming our abiding in- 
terest in the protection of Berlin. We have 
given notice, in plain and unmistakable 
language, that we are in 3erlin until we are 
satisfied that the freedom of this city is 
secure. We have also indicated in unmistakable 
terms that we shall regard any attack on 
Berlin from whatever quarter as an attack 
against our forces and ourselves." 
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Feb. 6, 1953 - Secretary of State Dulles, at Wahn airport on 
his departure from a visit to Germany, stated: 

"I regret that time did not permit a visit to 
... Berlin on this occasion. I recall my visit 

:.': i:. - there on the airlift in 19^8. We. In the 

,__„.^ : ., ^_j .: i'_i;.;._ ■l. -'Dnited States.are. now as then, vitally in* . 
. — .:'. ~ in terested in the welfare and security of this' "' 

:. city and we share the determination of the 
. Berliners to maintain their liberties 7° 

Feb* 18, 1953 - High Commissioner Conant, in a speech over RIAS 

on his -first -visit to Berlin shortly after as- 
suming his post as High Commissioner , stated: 

"Speaking as U. S. High Commissioner from Ger- 
many, let me make plain at the outset the 
position of my government. The new admlnistra- 
* tion in Washington will not abandon iterim. The 
U. S. is pledged to do its part to see to it 
that tms city continues as an unsnaicen outpost 
or tjie Western world . Vie snail continue to in- 
sist on the iree circulation throughout the 
entire city. We shall continue to fulfill our 
duties and to maintain our rignts. Our rignts 
as a joint occupying power in Berlin derive 
from the defeat and surrender of Germany and are 
defined in the agreements of the four powers* 
Unfortunately, neither the spirit nor the letter 
of these agreements is being carried out in one 

"" ■' sector of this city. The U. S., in cooperation • 

with other two Western powers ? Is determined "to 
keep open the lines or communications with. 
Berlin. I can assure you tnere will, be no 
ialtering in our ae termination. 

...The frontiers of freedom will peacefully 
expand and Berlin will then no longer be an 
isolated citadel. Until this time comes, tha 
insnrancp of jts fTwAnm and industrial, urns- 
verity mist rtengnd on th* strpnrth of thft 
Western world T and that strength will not fail." 
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